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Dear Mr Goldschmid and Hans Hoogervorst,
Re: Financial Crisis Advisory Group Invitation to Comment – 10 March 2009
Deloitte LLP, the UK Member Firm of Deloitte Touche Tohmatsu, is pleased to provide comments (additional to those
provided by Deloitte Touche Tohmatsu) in response to the Financial Crisis Advisory Group’s Invitation to Comment of
10 March 2009. This letter addresses a particular financial crisis-relating issue that is of particular interest in the UK.
Highlighting matters related to going concern
Going concern is one of the two underlying assumptions in the IASB’s Framework for the preparation and presentation
of financial statements. However, in the body of IFRS, discussion is effectively limited to two paragraphs—paragraphs
25 and 26—in IAS 1 (2007),. These paragraphs provide that: (i) IFRS financial statements are to be prepared on a
going concern basis; and (ii) when management assesses that this basis is no longer appropriate, it must make certain
disclosures. In particular, when management is aware “of material uncertainties related to events or conditions that may
cast significant doubt upon the entity’s ability to continue as a going concern, the entity shall disclose those
uncertainties”.
Therefore, under IFRS, an entity would always prepare financial statements on the going concern basis, and would
disclose matters pertinent to its continuation as a going concern only in extreme cases, i.e. when the audit report will
contain an emphasis of matter or when the going concern basis is inappropriate. Even when the auditor determines that
an emphasis of matter in the audit report is necessary (i.e. significant doubt/ material uncertainty), there is little
guidance on the nature, extent and location of the disclosures required by IAS 1 and no requirement to use the words
‘going concern’.
We acknowledge that there are likely to be other disclosures that are of interest to the question of going concern. These
include disclosures driven by, amongst others, IFRS 7, other parts of IAS 1 and so on. However, such disclosure may
be scattered throughout the financial statements rendering them less useful to users than they would be when presented
cogently.
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The current economic conditions have highlighted:
• An urgent need to co-ordinate and streamline the disclosures relevant to the assessment of going concern. This
highlights a problem inherent in IFRS at present in that there is no requirement to have a discussion of business risks
in the financial statements. IAS 1’s notes on significant accounting policies and sources of estimation uncertainty
may give some clues to these but would not necessarily include generally a description of the business model and
the risks and uncertainties therein. In the European Union, such matters are required to be disclosed in the directors’
report accompanying the financial statements. The IASB might consider the disclosures in the FASB’s proposed
Statement on going concern discussed above.
• In IFRS and US GAAP, there is no requirement to disclose the particular factors which the directors or management
have considered in reaching a conclusion on going concern. In particular, while directors or management may have
based their going concern assessment on reasonable assumptions, we live in a time when the unexpected happens
increasingly often. Accordingly, it may be important that these assumptions are disclosed. Somewhat curiously,
IFRS demands disclosure of sensitivities around impairment assumptions on particular assets but does not require
such disclosure on going concern, one of the two fundamental linchpins of financial reporting.
• There should be a clear conclusion from the directors or management on their assessment of the going concern
assumption. At the moment IFRS and US GAAP require a statement only in relatively few situations.
We attach our submission dated 27 February 2009 to the UK’s Financial Reporting Council on this and related matters.
If you have any questions concerning our comments, please contact Ken Wild at +44 (0) 207 007 0907 or Veronica
Poole +44 (0) 207 007 0884.
Sincerely,
Yours sincerely

Ken Wild
National Director of Assurance and Advisory Services
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